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27 Skptember 1956

MENCRANDUM POR:  The EID Secretariat '
FROM: “hairman, BIC Subcommittee, on Generai

Feonomic Analysis :
aur BCT: Annual Report on the Activities of thé

subcomplttee on General Economic Analysis
for Fiscal 1956 : ‘

I Tvo meetings were held during the year: 16 Aﬁril and

P

2% Vay 1956.

5. No projects were undertaken by the members of the Sub-
conmittec st the direction of the EIC. : ~

3. No supstantive discussions of economic in'teviil‘;genee were -

held by the Subccmmltesz. W o(

L. The Subcomsittee coordinated four proposed external research
projects: : :

a} Hational Tacowe and Product of Europesn Savellite
cowsiries -- zechosilovakia and Poland, spomsored by ORR.

b} 195 Ruble-lollar Ratios for Representative Types
of “onstructica, sponscred by ORR. ‘

¢} Development of Data Arrays and Techniques for Target
Anglysis of the People's Republic of China, spensored by the Alr

Forze.

~d) Date and Technigues for Estimating Sovist Bloc Military
Cepabilities and Jrowth, sponscred by the Alr Force.

No ot jection was volced to any of the p;roposéfd; projects,

5. The Subcommlitiee reviewed a proposal for a US«-USSR exchange
of delegestions i the areas of governmental statinticd and economic
plapning. 1t vae agreed that the scope of the original proposal
should be broader. Final coordination on an exchange  proposal con-
cern=d with the broad workings of the respective eccmémies, rather
than the technicelities of administratlon, was effectéd early in

the next Piscal year.
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. The Sutcomittee considered the Poet Mortem cm NTE 13-56€,
and forwarded commerit to the BIC cn the collecticn problems discussed

in 1t.

[T )

7. A propcsal by the Nationel l-lanpower Jouncil for a US-USER
exchange was considered by the Subcommittee and the net intelligence
gain wag evaluated.

3. Recomueadstions:

‘a} 'That the present membership of the Sabcomaittee contlnue.

b) That the primary activities of the Subccmmittee continue

MW
Ll Ge.s.pé-bne'\'}en of externsl research proposals.

2% Review of post mortems &s needed.

]

o he:

I s Y

3% Eveluation of the net intelligence advantsge of
deiegation exchaage proposals.

4) Diecussion ss wead arises of proolems of mitusl
intereet withism the subsiantive field of the Subrommittee.
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SENERAL ECONOMIC ANALYISIS
£

Frequency of Mestings: 2 meetings in FY 1955

SC Hembers
Bvalustion Valusble?

Continue?

Poture Work?

AFOIN

G2

ORI

UIR

ORR

Seme - contact Immaterial

Very slight

Of no value

He useful
purpose
. served

Only if res-
ponsibilities
recast, Heet
only 88 needed

Dismolve

Disband or
revitalize

Yes - on
stand-by basis

Bxchange views;
general dis-
cusslion

Reporting to
the EIC major
developments,
including
changes of
trend, likely
to affect the
relstive scon-
omic stremgth
of the Bloc
and the Free
Horld

-RDP82:00283R000200070027-0

Feulta?

No specific major assign-
ment from EIC

Heedless as now set up

What little work committee has dons hes
been too specialized to be of value to
agencies outside of CIA/ORR

Review external
resssrch pro-
jects and more

importenl papers
and develcopmenta;

drop efforts to
schieve sgreed
statistics and
future research
daficiangy sur=-
veys.,

Meetings desultory, unpro-

ductive; never came to

grips with problems 1ndicateil§

in terms of refersnce; Can

be ataffed suitably only

with sophisticated economic
analysts ~ services do not

i
|
i
!

have this type of ecammiswi

Only State and ORR have
significant interest in
aubh ject
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IcCa Hes wet too Ko definite vgmber orgeni- Too little experience
- infrequently velue 53 cone Sations that to judge - other than
i to have sppre- stituted, engage in an the very inasctivity of
cisble velue Heeting ®0 spprecisble the SC
i infrequently apount of 8to-
| is almost nomic snalysis
| non-cxistent  might use this 5C as
‘ anyway & forom [or discusste

ing the impliecation
of gurrent snalysis
st their projected
rasearch clans
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Subcomnittes’s Evalustion of Itself (From Annual Report)

"Two substentive discussions of economic intelligence were held for the Subcormittee

by 082 (inelysis Division) personnel. The first of these discussions on the
significance of the “New Bconomic Policy” in the Soviet Unifon was held in 1954
and was sttendsd by only three of the five member sgencies, The second discussion
concerned a Prelisin Evaluation of the Schel & Both of these pra-
santations were gme% with enthusissm by oube ttee members end plonz ware
lazid for continuing this interchange of useful information.

"In the matter of agreed statistics, the Subcommitiee instructed CIR and G

to attempt to recondiie their differences regarding Soviet Hetional Accounts

and refer the results to tha Subcommities, OHA end OIR sttempted this reconcilise
tion by mesns of & long serles of discusslons lasting from February through

July, 1955, The effort did not, unfortunately, result in the hoped-for agreed
statistics, although many detsiled differences were clarified. Two unreconciled
estimates ware contributed to ONE ﬂl—;—ﬁs and tuwo parallsl estimates

vers furnished, in some instences, for the project Compe
of HATO end the Hlec, The differencss ch presently separste VIR and On
on statistics common to their individual ressarch efforis are extremely
technical and often definitionsl in nsture, DSecsuse of these feots, it is
believed that the best procedure in future will be to contimie direet and
continusl negotiations between ths two offices outside the more cumbersome
mechenism of the Subcosmities.

future i"’rggram of the subcommittes

"ig UChalrmen of the Economic Intelligence .ommittee's Subcommittee on
Genersl feonomic inalywis, I recammnd:

a., thet the Subcomaittee contimme to meet a5 need arises rather then on
& iixed schadule,

b. that the mewbership remsin the same,

¢, that the pri-ery function of the Subcommittee to review and spprove
external ressarch contrazcts be contimed as per HWSCID directive,

de thet the review of subst:ntive pepers and significant economic
developrent in the Subcomnittee bse contimued on 2 more active basis,

@&, that the subcomnittee no longer be responsible for attempting to
achleve arreed statistics in its field.®

Secretariat's Evalustion of Subcommittee ictivities

#pparently the responsibllities of this subcommitiee were originslly thought

of as twofold:
a. To genersily iake an "over-all look" &t the total economic picture
of whole countries snd areas (psrticularly of the Simo-Soviet loc), This

would afiord a mesns of reconciling estimates made by the other substentive
subcosraittees on the sepsrate sectors of various national economies with

SECRET
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one enother and with the total economic structure and Uross National Product

of the areas involved., It would slso provide s forum of particularly sble
economista, with broad background and & wide range of knowledge - to consider
substantive and methodological problems of larger scope than might appropristely
be coneidered by other subcommittees deasling with more limited zreas of anelysis,

b. To concarn itself particularly with "aggregative economics”, i.e.,
national sccounts (e.g. GNP, netlonsl income, etc.) and thelr principsl come
ponents; "input-output® anslysis and consideration of other economlic aggregates
(such as gross industrial cutput). Also to consider the improvement of anslytical

techniques and methodologies useful for genersl economic enalysis,

In prectice the subcommittee has not functioned effectively in eithar field,
Many of the reprasentetives designsted have lacked the professionsl stature and
broed responsibilitiss within their ¢wn zzencies which would be necessary for
them to discharge the first of the functions listed above. As regsrds
"aggregative economics® only ORR, and to a more limited extent State Bepartw
ment, engsge in reseerch in this field; end experience hss demonstrated that the
State Depsrtment's representatives who have abtendad this subcommittee are not
the individusls who are normaliy responsible for coordinating interegency
decisions in this field {for example, on GNP and relsted materisl for Sino-
Soviet Bloo NIE's), Other sgencles with representetion on this subcommittee
have nelther engsged in general economic snalysis nor made available individuals
with compsetence for this highly specislized fleld, As a consequsnce, even with:
the gresatest pood will on their part, representatives of them other sgencies
have not been in position to contribute helpfully to subcommittes deliberstions,

The Subcommittes for Censpsl Economic Analysia - which under different clrcume

stances might heve become the most influentisl snd important of all EIC sube
committees - has been virtually ineffective, In the Sscretarist's judgment

the reconstitutlon of this subcommittee into a penuinely effective body -
with appropristely qualified reprasentation from EIC menber agencies is
probably impractical because of the extremely limited number of individusls

in the economlec intelligence community who possess the required competence., On
the other hand both of the functions listed above stlll need to be covered, in
some manner, to sssiat the EIC in discharging its own specificeally assigned
responsibllities,

fecommended Actiont

1. To limit the assignment of the present General Economic inalysis Subcommittes
to the second function outlined above - specifically these would include the
periodical prepsration of surveys of priority resesrch and eollectlon
deficiencies, the coordination of external resesrch projects in the field of
general economic enmlysis, the informel review of important pspers prepared in

the field (of particular importance as e meens of "briefing" the other sgencims
on the significant eonclusions) snd the undertsking ozg‘/ ad hoc assignments,
as approprisia. 3

uu3-
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2. To establish & high level "FEconomic Intelligence Advisory Panel" with
membership made up of individusls of particularly brosd competence in this
field - from within the Govermment without regard to their depertment
assignments and supplemented and substantially strengthened by . appropriately
selscted consultants of outstsnding reputetion from outside the Covernment,
Terme of Reference for such & group, 88 proposed by the Vice Chairman of
the EIC, are attached,
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